New  York,  June  8,  1918 


Guaranty  Trust  Company  of  New  York 

140  Broadway,  New  York 


A  Record  That  is  a  Promise 

The  Guaranty  Trust  Company  of  New  York  publishes  here  an  account  of  the  changes 
wrought  by  the  war  in  the  financial  and  industrial  structure  of  Canada,  and  the  methods 
being  adopted  in  that  country  to  increase  its  economic  advantages,  particularly  the  devel- 
opment of  foreign  trade.  This  is  the  sixth  of  a  series  of  papers  dealing  with  the  recon- 
struction plans  of  foreign  countries. 


TO  Canada  the  war  has  meant  self-reahzation. 
In  response  to  the  needs  of  her  Allies  customary  ' 
activities  have  been  intensified  and  enlarged.  New 
undertakings  have  been  promoted.  From  coast  to 
coast  the  spirit  of  enterprise  has  been  stimulated, 
until  now,  after  nearly  four  years  of  war,  she  stands 
forth  fully  cognizant  of  all  the  inferences  to  be 
drawn  from  her  remarkable  achievements  in  finance 
and  industry. 

The  Bountiftilness  of  Canada's  Response 

That  she  should  provide  generously  from  her  vast 
stores  of  food  and  raw  materials  for  the  sustenance 
of  the  Mother  Country  was  to  be  expected.  That 
her  hardy  sons  should  be  found  in  the  forward  ranks 
of  liberty's  champions  was  in  keeping  with  the 
traditions  of  the  race  from  which  they  sprang.  But 
that  a  meagre  population,  still  largely  in  the  agri- 
cultural stage  of  economic  development,  should  be 
able  to  lend  more  than  $760,000,000  to  the  Govern- 
ment, in  spite  of  rising  prices  and  heavier  taxes; 
to  take  war  orders  aggregating  nearly  two  billion 
dollars,  and  to  expand  foreign  trade  by  more 
than  one  biUion  dollars,  was  certamly  beyond  the 
calculation  of  the  most  sanguine  believer  in  Canadian 
resourcefulness . 

Significance  for  the  Future 

If  anything  has  been  more  surprising  than  the 
bountifuhiess  of  Canada's  response  to  the  urgings 
of  patriotism  it  is  the  readiness  with  which  her 
people  have  grasped  its  significance  for  the  future. 
Here  is  a  country  that  has  crowded  into  a  few  years 
an  experience  usually  timed  by  decades  and  genera- 
tions. Under  ordmary  circumstances  the  transition 
from  agriculture  to  industrialism,  from  the  subjuga- 
tion of  nature  to  the  thorough  development  of  her 
resources,  from  separation  to  nationalism,  from 
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colonialism  to  internationalism,  is  a  matter  of  steady 
growth,  of  conscious  striving  along  carefully  drawn 
lines,  or  of  an  accommodation  to  circumstances  en- 
forced by  the  irresistible  working  of  economic  laws. 
The  most  enthusiastic  Canadian  does  not  maintain 
that  anything  Uke  a  complete  transformation  has 
taken  place  in  the  economic  life  of  his  country,  but 
it  is  submitted  that  the  necessities  of  the  world 
struggle  have  forced  changes  in  the  relative  impor- 
tance of  various  activities,  and  that  if  the  suggestions 
therein  contained  are  judiciously  availed  of  and  the 
actual  accomplishments  sustained  and  broadened, 
Canada  will  move  forward  to  a  new  and  unassail- 
able position  among  the  manufacturing  and  trading 
nations  of  the  world. 

A  Record  that  is  a  Promise 
Canada  has  hardly  come  yet  to  consider  the 
period  after  the  war  as  a  distinct  and  separate 
problem,  capable  of  visualization  apart  from  present 
conditions  and  activities.  Lackmg  the  experience  of 
Great  Britam  or  Germany  in  such  matters  she  is 
incapable  of  the  nice  discriminations  that  in  those 
countries  have  resulted  in  the  creation  and  adjust- 
ment of  elaborate  machinery  to  fit  each  possible 
phase  of  the  economic  situation  which  their  respec- 
tive leaders  beheve  will  arise.    Nor  is  she  merely 
blundering  mto  the  future,  but  in  her  case  the  things 
she  feels  she  must  do  now  and  the  things  she  feels 
she  may  do  hereafter  are  so  interwoven  and  the 
absorption  of  her  energies  is  so  great  that  for  the 
most  part  programs  give  way  to  performances  and 
the  country  grows  into  economic  power  before  creat- 
ing the  formulas  for  attaining  it.    Her  hopes  for 
the  future  are  measured  by  the  disproportion  be- 
tween what  she  has  done  and  what  it  was  thought 
she  was  capable  of  domg  less  than  four  years  ago. 
Canada's  record  is  a  summary  of  her  promise. 


Financial  Achievements 

Standing  out  instructively  in  this  record  is  the 
financial  achievement  of  7,000,000  people,  various 
in  nationality,  scattered  over  a  territory  of  nearly 
4,000,000  square  miles.  It  is  the  more  noteworthy 
in  view  of  the  effect  of  the  declaration  of  war  by 
the  United  States.  Before  that  declaration  there 
was  a  very  restricted  market  for  Dominion  Govern- 
ment bonds  in  Canada  and  municipals  sold 
better  in  England  and  the  United  States  than 
at  home,  so  that  every  year  Canada  paid 
out  not  less  than  $125,000,000  to  British  and 
$50,000,000  to  American  investors  for  interest 
charges.  In  the  first  year  of  the  war  a  bond  issue 
of  even  $50,000,000  would  have  been  regarded  as 
an  impossibility  except  for  the  existence  of  surplus 
funds  m  this  country.  With  the  aid  of  American 
investors  a  loan  of  $100,000,000  was  actually  floated 
in  1915,  and  another  of  similar  amount  was  floated  a 
year  later.  In  March,  1917,  before  the  United  States 
entered  the  war,  and  when  it  still  appeared  possible 
she  would  not  do  so,  a  third  war  loan  totalling 
$150,000,000  was  determined  upon.  Each  of  these 
loans  was  issued  below  par  and  with  interest  at 
5  per  cent.  Now  most  financial  observers  saw  that 
a  declaration  of  war  by  the  United  States  would 
mean  loans  and  heavy  taxation  and  undoubted 
curtailment  of  the  market  here  for  foreign  securities. 
Exactly  that  happened,  and  yet  in  November,  1917, 
the  Canadian  people  subscribed  for  $418,000,000  of 
the  Victory  Loan  issued  at  100.  Meanwhile  loans 
totalling  more  than  $198,000,000  had  been  made 
from  Great  Britain  and  the  United  States,  and  War- 
Savings  Certificates  to  the  amount  of  $12,000,000 
had  been  disposed  of.  In  other  words  the  patriotic 
fervor  of  Canada  was  equal  to  an  aggravated  de- 
mand, and  without  thinking  of  it  in  that  way  her 
people  suddenly  discovered  themselves  financially 
competent. 

That  the  net  debt  of  the  country  has  increased 
from  $335,996,850  in  March,  1914,  to  $1,010,780,470 
in  March,  1918,  is  no  small  matter,  but  that  75  per 
cent,  of  this  indebtedness  represents  the  savings  of 
men  and  women  who  believe  in  Canada's  ability 
to  pay  is,  in  the  case  of  a  country  that  hesitated  at 
a  $50,000,000  loan  at  the  beginning  of  the  war,  an 
indication  of  reserve  strength  that  overshadows 
every  hability. 

Increase  in  Manufactures 

The  increase  of  Canadian  manufactures  has  been 
amazing.  The  output  of  steel  products  has  more 
than  doubled  since  the  war  began,  despite  the  short- 


age of  raw  materials,  labor,  and  transportation  facili- 
ties. A  large  part  of  the  output  has  consisted  of 
munitions,  but  progress  has  been  made  in  other 
directions,  notably  in  the  production  of  agricultural 
machinery  and  tools.  Along  with  the  manufacturing 
has  grown  the  shipbuilding  industry,  and  in  looking 
forward  to  future  possibilities  the  Canadian  has 
combmed  the  two  as  mutually  dependent  and  con- 
tributive  to  the  upbuilding  of  foreign  trade.  At 
the  very  outset  he  has  been  apprised  of  certain 
difiiculties  in  the  way  of  developing  them.  In  the 
case  of  the  steel  industry  there  are  comparatively  few 
places  which  afford  easy  access  to  markets  and  at 
the  same  time  permit  an  economical  assemblage  in 
quantity  of  such  necessary  materials  as  coal,  ore, 
and  limestone,  and  such  places  as  there  are  have 
-already  been  taken.  In  the  case  of  ship-building 
there  are  inadequate  facilities  and  lack  of  experience 
in  the  machine  shops  from  which  marine  engines  are 
produced,  and  materials  are  expensive.  Heretofore 
Canada  has  produced  no  steel  plates  and  ship- 
builders must  pay  $85  per  ton  for  them  as  against 
$65  paid  by  the  United  States  Emergency  Fleet 
Corporation  in  this  country  and  $80  a  ton  paid  in 
England. 

Solving  Steel  and  Shipbuilding  Problems 

To  solve  both  problems  at  once  it  has  been  de- 
cided first  to  extend  and  modernize  the  existmg 
steel  plants  which  do  have  the  necessary  economic 
advantages.  This  done  the  variety  of  products  is 
to  be  enlarged  and,  whereas  steel  rails  have  hereto- 
fore been  manufactured  mostly,  hereafter  plates 
will  be  rolled  and  other  commercial  shapes  now 
imported  from  the  United  States  will  be  turned  out. 
Attention  is  already  being  given  also  to  the  small 
industries  in  Quebec  and  Ontario  which  produce 
tool  steels,  crucible  steel,  and  alloys.  As  for  meeting 
ship-building  requirements  there  has  been  a  great 
increase  in  the  number  of  machine  shops  of  all  kinds 
and  for  four  years  there  has  been  going  forward  a 
transformation  of  labor  that  means  eventually  a 
sufiicient  number  of  trained  machinists. 

In  1874  there  were  produced  in  Canada  190,756 
tons  of  ships,  but  that  was  when  the  wooden  vessel 
held  sway.  In  1914  Canadian  production  had  fallen 
to  43,346  tons.  Since  March  1,  1917,  contracts 
totalling  $64,500,000  have  been  let  for  the  con- 
struction of  ships  in  Canadian  yards.  Fourteen 
yards  are  at  work  on  steel  ships,  mostly  for  the 
Imperial  Munitions  Board.  The  money  for  these 
ships  is  being  advanced  by  the  Dominion  and  it  is 
a  matter  of  pride  in  Canada  that  for  the  first  time 


large  vessels  are  being  built  in  Canada  with  Canadian 
money  and  for  the  Canadian  Government.  When 
the  yards  have  finished  with  the  ships  for  the 
Imperial  Munitions  Board  they  are  to  continue 
building  under  new  Government  contracts  amount- 
ing, according  to  present  plans,  to  from  $30,000,000 
to  $50,000,000  a  year.  These  latter  ships  are  not 
for  the  account  of  the  Imperial  Munitions  Board, 
but  will  probably  come  under  control  of  the  Minister 
of  Marine  and  Fisheries. 

Huge  Steel  Plants 

Returning  again  to  the  steel  business  and  its 
connection  with  the  shipbuilding  program  it  is 
interesting  to  note  that  the  Minister  of  Marine  and 
Fisheries  has  made  an  agreement  with  the  Dominion 
Iron  and  Steel  Corporation  under  which  the  plant 
of  that  company  at  Sydney  Harbor  will  be  ex- 
tended at  a  cost  of  from  $3,000,000  to  $5,000,000 
to  provide  for  the  manufacture  of  150,000  tons 
of  ship  plates  a  year.  The  Government  will 
not  contribute  to  the  cost  of  plant  extension,  but 
will  take  50,000  tons  of  the  product  each  year  for 
five  years.  It  is  significant  that  Canada  enters  upon 
such  a  program  despite  the  certainty  that  Great 
Britain,  the  United  States,  Germany,  France  and 
Italy,  to  say  nothing  of  Japan  in  the  Pacific,  will 
make  extraordinary  efforts  to  produce  ships  in  great 
numbers  and  will  probably  be  able  to  do  so  much 
more  cheaply  than  Canada.  Her  decision  in  this 
matter  rests  upon  the  belief  that  for  years  to  come 
the  need  for  ships  will  be  continuous  and  that  the 
high  prices  to  be  offered  for  freighters  justifies  the 
investment  and  the  effort  she  is  now  making. 

World  Trade 

Canada  is  much  in  the  position  of  many  other 
countries  which  never  realized  the  value  of  their 
natural  resources  untU  a  world-wide  shortage  of 
raw  materials  and  manufactured  articles  brought 
them  into  international  trade,  created  new  commer- 
cial routes  to  their  very  shores,  and  inspired  them 
with  golden  visions  of  the  future.  In  the  fiscal  year 
just  ended  Canada's  exports  of  domestic  and  foreign 
merchandise  were  valued  at  $1,586,169,792  and  her 
unports  at  $962,521,847.  The  total  of  her  foreign 
trade  has  more  than  doubled  in  the  last  two  years. 
In  1914  Canadian  exports  to  the  United  States  were 
valued  at  $200,459,375  and  imports  from  the  United 
States  were  valued  at  $200,786,091;  in  1917  the 
exports  to  the  United  States  had  reached  a  value 
of  $486,870,690  and  imports  from  the  United  States  a 
value  of  $677,631,616.    In  the  hope  of  retaining 


just  as  large  a  share  of  this  newly  acquired  business 
as  foresight,  energy,  and  adjustability  can  make 
possible,  Canada  desires  not  only  to  enlarge  and 
improve  enterprises  upon  which  she  has  recently 
embarked,  but  also  to  develop  more  efficiently  cer- 
tain natural  advantages  which  war  conditions  and 
the  prospect  of  an  extended  period  of  competition 
have  emphasized.  Various  organizations  are  being 
formed  to  work  out  suitable  plans  in  the  numerous 
instances  where  Canadians  have  neglected  oppor- 
tunities in  the  past. 

Fish  to  be  a  Greater  Source  of 
National  Wealth 

An  obvious  instance  and  of  particular  interest  to 
the  United  States  is  the  fish  industry.  One-fourth 
of  the  world's  supply  of  fish  is  produced  from  the 
waters  of  the  United  States  and  Canada.  The 
value  of  the  Canadian  yearly  catch  is  $40,000,000 
as  compared  with  $150,000,000  for  the  United  States, 
$52,000  000  for  Great  Britain,  $50,000,000  for  Japan, 
$50,000,000  for  Russia,  and  $33,000,000  for  France. 
Germany's  annual  production  is  valued  at  $12,000,- 
000  and  that  of  Norway,  Sweden  and  Denmark, 
at  $25,000,000.  The  Canadian  yearly  catch  before 
the  war  was  112^  pounds  per  person,  of  which 
only  29  pounds  per  person  was  consumed  by  the 
Canadians,  while  833^2  pounds  per  person  was  ex- 
ported, chiefly  to  Great  Britain  and  the  United 
States.  In  Great  Britain  the  consumption  was  59 
pounds  per  person  per  year.  Since  the  war  began 
there  has  been  an  increase  in  the  demand  both  in 
this  country  and  Great  Britain  and  Canada  is 
awakening  to  the  possibilities  of  wealth  in  her  un- 
limited supplies.  The  suggestion  is  made  that  the 
Government  turn  to  the  Canadian  fisheries  as  a 
debt  paying  source  and  under  the  direction  of  a 
Dominion  Fish  Committee  plans  are  being  made  to 
exploit  both  the  Atlantic  and  Pacific  coasts  and  the 
lakes  in  Alberta,  Saskatchewan,  and  Manitoba. 
New  methods  of  fishing  are  being  promoted  to  the 
end  that  cargo  space  be  fully  utilized  by  taking  in 
all  varieties  rather  than  by  limiting  the  catch  to 
the  higher  priced  fish. 

Timber  Resources 

Exploitation  of  Canada's  timber  resources  is  also 
contemplated.  Great  Britain  uses  650,000,000  cubic 
feet  of  lumber  annually  and  will  use  a  great  deal 
more  in  carrying  out  her  building  program  after  the 
war.  Heretofore  65  per  cent,  of  this  supply  has 
come  from  Russia,  Norway,  and  Sweden  because 
freight  rates  from  Baltic  ports  are  less  than  one- 


half  those  from  Canada  and  the  United  States. 
Labor  costs  are  also  lower  and  the  result  is  that 
Australia,  New  Zealand,  and  South  Africa  also  have 
bought  largely  from  Northern  Europe.  Nothing 
definite  has  been  accompUshed  yet,  but  the  lumber 
merchants  in  both  Eastern  Canada  and  British 
Columbia  are  hoping  that  somewhere  in  the  recon- 
struction program  which  is  being  framed  for  the 
British  Empire  provision  will  be  made  to  offset  the 
factors  in  lumber  marketing  that  have  militated 
against  Canada. 

Other  Resources  of  Wealth 

These  examples  are  sufficient  to  show  that  Canada 
is  fully  aware  of  the  necessity  of  employing  every 
resource  of  wealth  in  order  to  hold  her  place  in 
world  trade.  Futther  to  encourage  the  country  to 
that  restriction  of  imports  and  that  excess  of  produc- 
tion upon  which  success  in  foreign  trade  depends, 
new  methods  of  production  and  distribution  are 
being  devised.  The  Canadian  Wool  Growers'  Asso- 
ciation is  developing  a  scheme  to  bring  the  various 
Provinces  into  cooperation  in  the  selling  and  market- 
ing of  wool.  An  organization  limited  to  sheep 
breeders  and  agriculturists  has  received  both  Domin- 
ion and  Provincial  incorporation  with  powers  that 
mean  ultimate  control  of  the  business  and  privileges 
to  the  directors  that  indicate  the  permanency  of  the 
arrangement. 

Organizing  Industries 

In  the  manufacturing  field  the  Export  Association 
of  Canada  is  working  with  the  Dominion  Govern- 
ment to  formulate  plans  fot  the  development  of  the 
country's  natural  resources,  their  conversion  into 
finished  products  and  their  sale  in  world  markets. 
The  Canadian  Mining  Institute  is  on  record  as 
favoring  a  national  organization  of  all  technical  and 
industrial  bodies  to  prepare  for  after-the-war  prob- 
lems. The  Institute  favors  two  organizations  within 
each  industry,  one  to  encourage  production  and  the 
other  to  secure  trade.  There  is  significance  in  the 
suggestion  that  employers  and  employes  m  equal 
numbers  ought  to  be  appointed  to  the  production 
boards  whose  duties  will  be  to  accelerate  output, 
improve  educational  facilities,  and  to  classify,  value 
and  certify  labor. 

Reconstruction 

The  Canadian  Industrial  Reconstruction  Associa- 
tion is  now  being  organized.  Its  object  is  to  main- 
tain industrial  stability  and  to  consider  reconstruc- 


tion problems  as  a  whole.  It  will  investigate  in- 
dustrial conditions,  labor  prices,  market  possibilities, 
and  transportation  facihties.  Under  the  general 
head  of  reconstruction  the  Association  will  inquire 
into  the  condition  of  technical  and  general  education, 
land  settlement,  cooperation  among  rural  producers, 
rural  conditions,  differences  between  capital  and 
labor,  and  the  welfare  of  women  in  industry. 

The  Canadian  National  Reconstruction  Groups  is 
still  another  organization  formed  for  the  purpose 
of  studying  the  problems  which  will  arise  after  the 
war.  It  will  deal  with  business  readjustments,  un- 
employment, social  well-being,  capital  and  labor, 
the  returned  soldier,  immigration,  development  of 
natural  resources,  and  other  industrial  and  economic 
questions.  The  effort  to  bring  home  to  everybody 
the  importance  of  the  questions  involved  is  thus 
described  in  the  prospectus  of  the  organization: 

"It  is  proposed  to  form  a  large  number  of  groups 
in  all  parts  of  Canada,  each  consisting  preferably 
of  some  ten  to  fifteen  persons  of  either  sex,  and  rep- 
resenting as  far  as  possible,  different  phases  of 
agricultural,  industrial,  commercial  or  professional 
activity,  and  different  shades  of  opinion,  for  the 
purposes  of  studying  and  investigating  in  detail,  the 
many  important  subjects  which  the  changed  con- 
ditions at  the  close  of  the  war  will  bring  into  the 
field  of  urgent  practical  politics,  especially  the 
ominous  possibilities  of  widespread  unemployment. 
In  populous  centres,  several  such  groups  may  well 
be  formed.  It  is  particularly  desirable  that  in  these 
groups,  there  should  be  representatives  of  the  Re- 
turned Soldier,  Organized  Labour  and  the  producer." 

Returned  Soldiers  Cared  For 

The  Department  of  Soldiers'  Civil  Re-establish- 
ment has  already  done  a  great  deal  for  those  who 
have  returned  maimed,  blinded,  or  in  poor  physical 
condition  from  the  battlefield.  These  men  are  being 
nursed  back  to  health  and  self-confidence  whenever 
that  is  possible.  They  are  being  trained  in  new 
industries  or  arts  so  that  they  can  again  earn  their 
own  living.  Thousands  of  them  will  be  sent  to 
farms.  Throughout  Canada  there  is  a  feeling  on 
the  part  of  those  who  have  stayed  at  home  that 
where  his  condition  permits  the  returned  soldier 
should  have  back  the  work  he  left  to  fight  for  his 
country  and  that  where  it  does  not  permit  he 
should  be  treated  with  every  consideration  until  he 
finds  his  way  back  to  health  and  personal  inde- 
pendence. 


